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VIRGI|INIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD
IN RE:
Application of Oxy USA, Inc.
for KForced Pooling of Interests in a Drilling Unit |
Affected by Well Number CMB S-33, VGOB 91-0924-146 in the
Garden Magisterial District of Buchanan County, Virginila
This |cause came on this 24th day of September, 1991, |lupon the
applicatigon of Oxy USA, Inc. requesting that this Boarduzool the

interests | of well operators in the 80-acre drillis units

established for the Oakwood Coalbed Methane Field in tﬁe Garden
Magisterial District of Buchanan County, Virginia. Notide of the

filing of (the application herein and of the time, date Qnd place

of the hearing thereon was duly and properly given to :Eéh well

operator of record having an interest in the coalbed met ane gas

below the| Tiller seam of coal underlying the tracts within the

drilling unit covered hereby as required by Section 45.1—h61.19 of

the Code pf Virginia, 1950 as amended. The Board examiined the
Notice as given and further conducted inquiry into the su#ficiency
of Oxy USA, Inc.'s search to determine the names and wh&reabouts

|
of well operators who may be affected by the pooling of| coalbed

methane gas below the Tiller seam of coal in the driljﬁng unit
involved herein. The Board finds that Oxy USA, Inc.

due diligence and has conducted a meaningful search

available | sources at hand, including, but not
grantor/grantee indexes, deed books, will records, taxirecords,
local telephone books and has had conversations and correTondence

with interested parties. The Board hereby approves tﬂ notice
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s required by law and the rules of this Board.
nd Exploration, Inc. objected to pooling of in

sed drilling unit. Ashland Exploration, Inc. a
ten objection that:
Inc.

Oxy USA, had no standing to request inmy

Ashland contended that Oxy is not a claimant wj
Section 45.1-361.22 of the Code of Virginia.
Oxy is not a principal or lessee who mayé

n.

Oxy has no method to transport coalbed methanei

The unit fails to comply with the statewide fi

July 1, 1990 as set forth in Virginia Code Sect]

The size and configuration of the unit is noti
the gas to be extracted and violates the coﬂ
Ashland in such gas.

The well is not located in the center of the

h failure will result in the drainage of area#

The plat submitted by the applicant oOxy

: | : |
n fails to comply with the regulations of the

ctor and fails to adequately advise Ashland
!

2

ith

publication and otherwise, as meeting the gtatutory
ts, rules of the Board and minimum standards of Etate and

le process, and finds that notice has been givﬁh in all

gjeged in

make an

gas from

d rules

jtn 45.1-
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informatidn necessary to determine the issues which! may be
applicablé to the proposed unit sought by the applicatioﬁ.
(8) |The provisions of Virginia Code Section 45.1-3#1.22 are
violations of the due process rights and constitute a &aking of
tangible lroperty and impairment of contracts of As}- land in

violation

of the Coﬂmonwealth of Virginia.

of the United States Constitution and the COthitution

Ashland has introduced no evidence with respect to qtems 1 -

8 above. The Board finds that these objections shoul&

hereby are overruled.

The Board is of the opinion that the provisions of

be and

Section

45.1-361.22 should be construed broadly. This broad con
is necessary to recognize that there may be conflicting
the ownership of coalbed methane gas. The Virginia

Assembly recognized that conflicting claims to ownershi

I

ruction
aims to
General

lp could

potentially prevent development and production of this $950urce.

Section 5.1-361.22 addresses this problem and alq

developme and production of coalbed methane pending ré
of ownership. !

Accor
finds that Oxy USA, Inc. is a claimant within the meE
Section 45
seam of coal in the drilling unit as described on the maj
is attached hereto as Exhibit "A" and made a part hereofJ
the right to conduct operations on its coalbed methane in

Based on th

i

dingly, based upon the evidence presented, t#e Board

le evidence presented, the Board finds that the é

bws  for

olution

ning of

.1-361.22, to coalbed methane interests below t#p Tiller

b, which
and has
Ccerests.

bllowing
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|
lnamed persons may be owners of coalbed methane gas interej:s below
the Tiller seam of coal, which are held pursuant to a%‘ease or
other agreement, in the drilling unit involved herein, who;have not
voluntarilly agreed to pool their interests in this uniﬂ for its
development and operation:
Ashland Exploration, Inc.
P. 03 Box 391
Ashland, KY 41101
Based upon the evidence presented, the Board finds that, in
order to @avoid the drilling of unnecessary wells,

preIfnt the
ts of all

pes of waste and protect the correlative righ

pect to

owners

methane gas involved who have not heretofore reached an

agreement Lith respect to development and operation of the | rilling

unit covered hereby shall be required to pool their coalbed methane

gas intere

this drilliing unit, upon the terms and conditions set ouﬁ

order, al

consideration of the evidence presented in this causé

|
ts below the Tiller seam of coal for the development of

of which terms and conditions are found,

in this
after

to be

supported by substantial evidence and to be just, reasoﬂible and
|

equitable and such as will afford each coalbed methane dps owner

and potent

ial owner in this unit the opportunity to rek

fover or

receive just and equitable share of production from this wnit.

Based

this matte

r, the Virginia Gas and 0il Board orders as foﬂ‘
\

upon the evidence presented at the public heHring

in

lowSs :




50k 38R PGE O |
I

(1) The interests of well operators, as named abovef
i

80-acre driilling unit established in the lands involved h

the Oakwood Coalbed Methane Gas Field are hereby pooleJ

in this
rein for

for the

development and operation of this unit. Oxy USA, Inc.,
authorized to drill, complete and operate a well in thisi
unit so as to produce coalbed methane gas from the pooledf
consistent] with the terms and provisions of its applicé
work permit and the Oakwood Field Rules. |

(2) Each owner or potential owner of coalbed methane '

the Tiller| seam of coal involved herein, other than Oxy U

shall, within 30 calendar days after the date of mailF

creage,

ble well

s below
. TN,

ing this

Order, delliver to Oxy USA, Inc., P. O. Drawer Q, Richlands, VA

24634, a written election either to participate in the d
of the well covered hereby or to exercise such well oﬁ
right of ection under this order as described below.

election shall be deemed to have been made if a well opql
|

beration
rator's
timely

rator on

or before the last day of such 30 calendar day period has sént such

written election by telegram or telegraph to Oxy USA, Inci

, or has

had such written election duly postmarked and has plaged such

written election in the United States mail, first class,

postage

prepaid, duly addressed to Oxy USA, Inc., at the address qét forth

above. The alternatives afforded to the well operators herein

pooled are|set forth below.

Each (coalbed methane gas well operator or potentﬂpl well

operator Tfrein pooled claiming an interest as to the}

methane ga

coalbed

below the Tiller seam of coal derived from a#y tract




within the

options a
(a)
and the d

seam of cc

pay such well operator's proportionate part of the actual

drilling,
of the wel
Oxy USA,

estimated

be in the proportion that the number of net mineral acre

unit cover
bears to t
(b)
working ir
drilling ui
share in ti

a carried

actual cost

and abandg

operator's

share of ¢

operator's

al in the drilling unit involved herein by ag
completing, equipping, operating, plugging and a

Inc., such owner's proportionate part of thei

he entire number of mineral acres in this unitﬂ
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drilling unit involved herein is accorded the flollowing

to such interest:

1 covered hereby and by paying as set forth hé

cost of drilling, completing, o

equipping,

d by the coalbed methane gas rights owned by sﬂ

or

1

P ie rest:

In lieu of participating| in the

}in this

I

iterest in and the development of the pool

nit, as set forth in subparagraph (i) above, to elect to

ne operation of the well covered on a carried basis (as

well operator) so that the proportionate par¢ of the

of drilling, completing, equipping, operating, 1}ugging
|

ning of such well allocable to such carried well

interest is charged against such carried well ophrator's

roduction from such well. All of such carrﬂed well

coalbed methane gas rights below the Tiller seaﬂ of coal

6 \
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in the pool in the drilling unit involved herein are rel#

under this order to Oxy USA, Inc. until the proceeds fromi
of the share of production from such well accruing to such
well operator's unleased interest in the drilling unit§
herein, exclusive of any royalty, excess or overriding roy
other nontoperating or non-cost bearing burden reserved

lease, assignment thereof or agreement relating thereto}

nquished

the sale

carried

involved

alty, or

in any

covering

such interest, equals three hundred percent (300%) for%L leased

interest or two hundred percent (200%) for an unleased in

the share of the cost of drilling and completing the well a

to the coalbed methane gas interest of such carried well

rest of

locable

plus one h
the cost ¢
such well
plus one
operating

of such

CE
proportionate part of the costs of, and the production ﬁ:

undred percent (100%) of the carried operator's
»f surface equipment beyond the wellhead conné:tion of
allocable to the interest of such carried well d%erator;
hundred percent (100%) of the share of the Vcost of
such well allocable to the coalbed methane gas jinterest
rried well operator. Such carried well oﬂprator's

rom, the

well cover

d hereby is to be in the proportion that the ﬁumber of
|

net mineral acres in the unit covered by the coalbed meﬂlane gas

interest owned or potentially owned by such carried well

bears to the entire number of mineral acres in such unitJ

the perio
carried w
therefrom,

severance,

l

operator

During

of time Oxy USA, Inc. is entitled to recei
|

ve such

11 operator's share of production or the

Inc. shall pay all applicable production,

oxy USA,

excise, gathering and any other taxes based%
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measured b

calculate |and pay to such carried well operator for paymef
appropriat
other non+operating or non-cost bearing burden reserve&
lease, as%ignment thereof or agreement relating thereto |
deducted from the share of production of such carr.
operator. | Such royalty, excess or overriding royalty a

non-operatiing or non-cost bearing burden is not to be su

any charg% for operating costs. Payment by Oxy USA, Incj

carried well operator of any such royalty, excess or o

royalty or other non-operating or non-cost bearing burden!
made within ninety (90) days after the end of the calend

within whi

Within sixty (60) days after the completion of the well
hereby, Oxy USA, Inc. shall furnish such carried well opq
inventory lof the equipment in and connected to such well

itemized statement of the cost of drilling, compleﬁ
equipping such well for production; and for each month thé
during the time Oxy USA,

Inc. is being reimbursed as

an itemized statement of all costs and liabilities incurre

y the value or amount of production and shall s%p

1

above, Oxy| USA, Inc. shall furnish to such carried well @

arately

t to the

e owner any royalty, excess or overriding royaltH and any

in any

hich is

nd other
pbject to
to such
rriding
hall be

ar month

lch the production subject to such burdens is sold.

covered
rator an
and an
ing and
reafter,
provided
pperator

d in the

operation of such well, together with a statement of thei‘

of coalbe

proceeds realized from the sale of the production allocable

carried wel

month. Oxy USA, Inc. shall also furnish to the State Gas

8

methane gas produced therefrom and the an

|1 operator's interest in the unit during the pp

antity

unt of

: to such

receding

and 0il
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Inspector, copies of the same statements furnished to eacf
well opergd
from the sale or other disposition of equipment newly ac

connection

would have been owned by such carried well operator had s

carried

|
itor under the provisions hereof. Any amountﬂrealized

ired in

with any operation on the well covered herj[; which

h owner

participatied therein as a participating well operator‘I;all be

credited against the total uncovered well costs in determi+
the interest of such carried well operator shall reverq
owner as described above. When Oxy USA, Inc. recovers é
carried welll operator's relinquished interest provided fé
the relinquished interest of such carried well operat#
automaticallly revert to such owner,
reversion,| such carried well operator shall be treatL
ing well operator and shall own the same interest

participat

well, the material and equipment in or pertaining theret#‘

production| therefrom, as such owner would have been entitle

such owner | participated initially as a participating well |

in the drilling, completing and equipping of such we

thereafter, such owner shall be charged with and shall{

owner's proportionate part of the further costs of the

11.

of such wel

(c)

working i

In lieu of participating

erests in and the development of the drilli
involved h

|
receive a sum of ONE DOLLAR ($1.00) per net mineral acre C

such owner
(|

9

ing when

to such

rom such
r above,
r shall

and from and aftler such

d as a
in such
and the
to had
perator
and

1;

pay the

QTeration
\

in the

ng unit

rein, any owner of an unleased interest may élect to

wned by

, pPlus a total royalty in the amount of one-eﬂghth of




eight-eigh

condensate

to be delivered into the lease tanks or into the pipelines@

such well
risks incy
operating,
well opera

a net rev

ths (1/8th of 8/8ths) of the coalbed methane gas

irred in or in connection with drilling,
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produced from the well covered by this Order,

is connected, free and clear of all costs, exp

e

completing, plugging and abandoning of such wé

ue interest of 87.50% of 8/8ths of the coalbed

e
gas and gg; condensate produced from the well coveredi

Order, witl
from such
immediatel

of 8/8ths

be proport!

the number

coalbed met

entire numl

(3)

coalbed met

subject to

properly e

forth above, such well operator shall be deemed to have ele

to particiy

and shall

methane ga

In the evern

h such net revenue interest being determined by d
owner's share of production the royalty provﬁ
|

y above; and provided further, that such royalty

tor electing this option shall deliver under tﬂ'

methane
by this
ducting
ded for

of 1/8th

and such net revenue interest of 87.50% of B/Bﬁ

of net mineral acres in the drilling unit covere
thane gas rights owned by such well operator beaf

ber of mineral acres in this unit; or

thane gas lease or an owner of an unleased tract

be deemed to have leased his interest in the|
$ to the designated coalbed methane gas well o]

)it a well operator, either an owner of a lease !

10

ionately reduced and payable only in the proporﬁ

pate in the working interest in the well coveret

s shall
on that
by the

to the

-

In the event a well operator, either an owné.

of an

who is

the provisions of this Order shall fail to tiﬂely and

lect, in writing, one of the applicable optiong as set

tted not

| hereby

coalbed
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or an owner of an unleased interest, who is subjecﬁ to the
provisions of this Order shall elect to act as a participa*ing well
operator der 2A. (i) or B. (i) above, whichever is applic; le, but
thereafter fail or refuse to pay or secure the payment of ch well

operator's proportionate part of the cost of the wel%‘
hereby as set forth in such provisions, such election to
participat

such well operator shall become a carried well operator c&

with the t

(4)

due and owing under this Order cannot be made because th

rms and provisions of this Order.

f any payment of bonus, royalty payment or othe#

entitled thereto cannot be made certain due to conflictint

of ownership and/or a defect or cloud on the title, then é
bonus, royalty payment or other payment shall be deposited
interest

days after| the date of this Order and shall not be comminq
any funds of the applicant or unit operator.

held for ¢t
entitled t$ereto until such funds can be paid to such perdt
the holder
or the Board.
If any person whose interest is pooled hereby ref
accept the|cash bonus consideration or if any such persof
be paid th .
hereunder 1
the unit operator may deposit such cash bonus, royalty pa

b 1

aring escrow account within one hundred eigh#

for any reason other than the reasons set forth

covered

act as a
ing operator under this Order shall be null andEWOid and

nsistent

payment
person

claims

ich cash

into an
y (180)

led with

Such funds shall be

he exclusive use of, and sole benefit of, thé person

bn(s) or

relinquishes such funds to the Board as requirdf by law

uses to

cannot

cash bonus, royalty payment or any other payﬁent due

above,

$ment or
;w
I




other payment into an escrow account established in the ac
records of

account fc

in such escrow account shall be held for the benefit

person(s)
person(s)
Commonweal

Withi
election
shall te

statement

breakdown ¢

of owners+ip.

establishi
changes in

operator s

and within

statement.

Withi

legal detei
signed by a

and accrue

o

er to the State Gas and 0il Inspector a Tﬁtarized
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r the benefit of such person. Such funds so
entitled thereto until such funds can be pai&
or until they are required to be paid{
th.

n thirty (30) days of the expiration of any

riods provided in paragraph 2, the designated

of all disputed claims, specifically, incl

|
bf the type of interest, mineral ownership and pe
This statement shall be used in crea{

ng the escrow accounts required by this Order.|

hall immediately notify the State Gas and 0il m

h 30 days of receipt of a certified copy of ti

1

11 claimants, the Board shall order payment of ph

d interest from the escrow account described a

all person

(5)

in response to the notice of hearing published pursuant

provisions

legally entitled thereto.

y well operator involved herein who has not &
\

of Section 45.1-361.19, Code of Virginia, 1

12

and all

bperator

uding a

rcentage

ing and

If any

the status of conflicting claims occur, the dq#ignated

nspector

thirty (30) days submit an amended dispute& claims

e final

rmination of entitlement or upon receipt of an ahreement

rincipal

bove to

ppeared
to the

D50, as




amended, a
conclusion
elected to
operator d
same terms
The desig
distinct

Virginia G
proceeds a

so deposit

Uniform Dis

et seq.)

nd whose identity or whereabouts remains unkn

interest-bearing escrow account established |

ttributable to the unknown lessor's interest.

13
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and conditions as set forth in paragraph (c

as and 0il Board with the Treasurer of Virgﬁ

of the hearing in this matter shall be deemed to have

at the

lease his interest to the coalbed methane toithe well

esignated to drill as described in paragraph 1, 4nder the

above.

nated well operator shall deposit into a $Eparate,

by the

nia all

position of Unclaimed Property Act (Section 5

(6) #ny cash bonus which becomes payable by Oxy UAA, Inc.

under the

provisions of 2(c), above, shall be paid or |

within thirty (30) days after the date of this Order; pi

4
4

however, i
if such owi
defect or
paid such
set forth

(credit) st

establishec

funds shall

owner.

shall be held for the benefit of the owner entitled there#

Suc

ner's interest in the unit involved in this cad

cloud in the title thereto,
funds for any reason whatsoever other than the
in paragraph 2 and 3 above. Oxy USA, Inc. may

ich funds due such party into an internal escrow

] be credited to such account for the benefit

h funds so deposited (credited) in such escrow

13

cendered

rovided,

f the owner entitled to such funds releases the same, or

e has a

or if such owner annot be

reasons
deposit

account

1 in the accounting records of Oxy USA, Inc. and such

Lof such
account

o until




such fund4
funds, or
the satisf

(7)
such party

mineral 1

action of Oxy USA, Inc.

Oxy USA, Inc., in addition to any other rights

30K 3R gt
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can be paid to such owner, or such owner acc

ts such
oved to

until such title defect or cloud is cured or re

afforded

under the laws of Virginia, shall have a liem on the

asehold estate or rights owned by the other well

operators involved herein in the unit covered hereby and u

n their

shares of the production from the well covered hereby to the extent

that cost
drilling u
Such liens
shall rema
well have
participat

proportion

with the well covered hereby,

share of }
participat
or the pro«

such cost

accruing tc

payment of

If any par

nit involved herein are a charge against such in

i
incurred in the development and operation

shall be separable as to each separate well oper

of the
terests.

ator and

in a lien until all costs incurred in connection With the

shall be entitled to rec
production from the well accruing to such dé
ing well operator's interest in the unit involved
reeds from such share, until such proportionate

has been paid. No part of the production or

been paid. Upon the failure or refusal;:of any
ing well operator to pay such well opeérator's
ate part of any cost incurred hereunder in cq‘nection

ive the
faulting
herein,

part of

well operator's proportionate share of the cost incurred hereunder

in connection with the well covered hereby within sixty (

after rendi

tion of a statement therefore by Oxy USA, Inc.,

14

0) days

the non-
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shall, up
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participating well operators, including Oxy U#ﬂ, Inc.,

request by Oxy USA, Inc., pay the unpaid amouh

it in the

proportion that the interest of each such non—d#&aulting

participatiing well operator bears to the total interests of all

such non-d

efaulting well operators.

In such event,

each non-

defaulting participating well operator so paying sdph well

operator's
reimburse
above.

(8)
the date ¢

operations

(365) day

share of the unpaid amount

ahall, ¢

o| obtain

nt thereof, be subrogated to the lien rights d#scribed

f this Order, shall commence or cause to be d
on such well within three hundred and sixty-f

from the date of this Order and in any eveni,

If the well involved herein has not been commendbd as of

bmmenced

lLve days

shall

continue or cause to be continued operations under this 0# er with

due dilig

nce; otherwise, the provisions

inoperative and this Order shall terminate,

sums becom

thereof

except for |

of such operation is extended by an Order of the Board.

(9)
completion
statement
completing,
statements

the State

actual costs of drilling, completing, equipping, plugq

abandoning

plugging and abandoning the well.

15

i
Oxy USA, Inc. shall, within thirty (30) dayg

tender to the State Gas and 0il Inspector an i

Additional ]
reflecting actual operating costs shall be furnﬁ

Gas and Oil Inspector on a quarterly basis.

the well is different than Oxy USA, Inc.'s es*

ing payable hereunder, unless the time of comqéncement

after

r

temized

reflecting the actual cost of drilling, eq#ipping,

temized
ished to
If the
!

ing and

imates,




appropriate

(10)

to be mailed to the last known address of each well op4

listed in

The

unnecessa wells, prevent the various types of waste 04

16 %

|
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adjustments to the burdens imposed

Oxy USA, Inc. shall cause a certified copy of t*

this Order. %

rn each

participatiing or carried operator's share shall be made.

is Order

rator as

lief granted by this Order is to avoid the driﬁling of

coalbed

methane gas and protect the correlative rights of all owAprs with

respect to| the pools in the drilling unit involved herei#

Done

the Virginia Gas and 0il Board.

Done

1991, by order of this Board.

his é%d/¢¥7 day of JQQJQrfk7¥ 1991, by a mai

prity of

and performed this

ipal Executive 0o tl
irginia Gas angd 0il

16 F




EXHIBIT "A"
VGOB-91-0924-146

BEARING BASIS
ISLAND CRK. CQAL €O,
EWELL SMOKELESS CQAL CORP.

i } B DL - O T7 e :

{100%-80ac.)

Longitude

(COAL,OIL,GAS)

COAL LESSEES:
KOCH CARBON INC,

ISLAND CRK, COAL CO,

MW“
a0 o 0

CAM [-533

A —DRAW.
e =
FARM %

LEASE ELEVATION_ _204189
ACRES_ 372 QUADRANGLE KEEN MOUNTAIN _
COUNTY, —BUCHANAN _ DISTRICT——_GARDEN
REG. ENGINEER___VYA. _ REG. NO. __2887
CERT. LAND SURVEYOR __CERT NO. ______
| FILE NO . ORAWING NO.
‘OATE ..l - SARFN _SCALE . Gl |
"This plet is —. ___new __v___ updated

| This plot L w_Is._is net Ddosed on o mine

‘coordinaty system established for 'he orsas
1of the well lecation

t
bl

s FORM 5
i

= % NOICATES BEARING & DISTANCE TO CBM | 338

COAL BED METHANE |
lcoMPANY________OXYUSAING

_ TRACT _aLPHA STICKIEY

»

fiﬁiﬁﬁm INC,

+ D enotes location of well on Unit
Topographic Maps, scals | to 24,
itude and longitude lines being tod |
by border lines as shown. |

I, the unders igned, heredy eestify _l .
this plat y
knowledge ond ballef

WELL LOCATION MAP
WELLNQ, — COMI-S33 1

States
ot~ [

CERTIFICATION OF WELL £

Is correct %0 the Degt
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State of Virginia
County of Washington

Acknowledged on this 24th day of October i 199l .
personally befiore me a notary public in and for the State of Virglinia
appeared Benny Wampler, being duly sworn did depose and say that is
chazrman of the -.rginia Gas and 0il Board, that he executed the s and

‘Diane.Davia
Notary Publi
My commission expires 9/23/92 |

State of Virgini
County of Washiy

gton [

Acknowledged on |this 24th day of October , 1991
personally befpre me a notary public in and for the State of Virginia
appeared Byron Thomas Fulmer, being duly sworn did depose and say that is
Principal Executive to the Staff of the Virginia Gas and 0il Board, thag he

and was authorized to do so.

Notary Public
My commission eﬁpirea 9/23/92

VIRGINIA. In the Clerk’s Office of the Circuit Court of Buchanan County. The foregoing instrurment
was this day present.ed in t e aforesaid an 7er with the certificate of acknow l?igm nexed,
admitted to reooid i& . day of .. o it A ‘:ﬁo ?

Deed Book No.9.3 @.and Page No...........

TESTE: ......

-------
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